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THE  INTERNAL  REVENUE  LAW  AS  IT  AF- 
FECTS SAVINGS^  BANKS  IN  CALIFORNIA : 
ITS  DISCRIMINATIONS  AGAINST  THOSE 
WITH  CAPITAL  OR  GUARANTY  STOCK. 


The  attention  of  the  Executive  and  Congress  is 
respectfully  called  to  the  following  sections  in  the 
[nternal  Eevenue  Act  of  June  30th,  1804,  as  amended 
July  13th,  1800,  which,  under  the  ruling  of  the  Com- 
missioner of  Internal  Revenue,  discriminate  unjustly 
against  those  Savings’  Banks  established  under  the 
general  law  of  California,  Avith  a capital  or  guaranty 
stock  ; 

Section  79,  as  amended,  is  as  folloAvs  : 

Ranks  chartered  or  organized  under  a general  law,  with  a 
capital  not  exceeding  fifty  thousand  dollars,  and  hankers 
using  or  eni])loving  a capital  not  exceeding  the  sum  of  fifty 
thousand  dollars,  shall  ]>ay  one  hundred  dollars  ; when  exceed- 
ing fifty  thousand  dollars,  for  every  additional  thousand  dollars 
in  excess  of  fifty  thousand  dollars,  two  dollars.  Every  incor- 
porated or  other  hank,  and  eAvry  person,  firm,  or  company, 
having  a place  of  business  where  credits  are  opened  by  the 
de]»osit  or  eolleetion  of  money  or  currency,  subject  to  be  paid 
or  remitted  ujton  dralt,  check,  or  order,  or  where  money  is 
advanced  or  loaned  on  stocks,  bonds,  bullion,  bills  of  exchange, 
or  promissory  iu)tes,  or  where  stocks,  bonds,  bullion,  bills  of 
exchange,  or  ])romissory  notes  are  received  for  discount  or  for 
sale,  sliall  be  regarded  as  a bank  or  as  a banker  ; Provided, 
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tl  at  any  saving.s’  bank  liaving  no  cajiital  stock,  and  whose 
business  is  contined  to  reeeiving  dei^osits,  and  loaning  or 
investing  the  same  for  the  beneht  of  its  depo  itors,  and  whieh 

d(  es  no  other  business  of  banking,  shall  not  be  subject  to 
tl  is  tax.” 
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Section  111),  as  amended,  is  as  follows; 

‘‘ lhat  there  shall  be  levied,  collected  and  paid,  a tax  of 
c twenty-lourth  ol  one  yier  centum  each  month  uj)on  the 
eiage  amount  ol  the  depo.-its  ol  money,  subject  to  ]iay- 
iiit  by  check  or  dralt,  or  re})resented  by  certiticates  of 
[)osit  or  otherwise,  whether  payable  on  demand  or  at  some 
ture  day,  with  any  person,  bank,  association,  company,  or 
■poration  engaged  in  the  business  of  banking;  and  a tax 
one-twenty-fourth  of  one  per  centum  each  mouth,  as  afore- 
d,  upon  the  capital  ol  any  bank,  association,  coni])anv,  or 
■poration,  and  on  the  capital  employed  by  any  person  in 
business  ol  banking  bc'yond  the  average  amount  invested 
United  States  Bonds.  * * •••■  •••■  •••• 

And  the  deposits  in  associations 
companies  known  as  provident  institutions,  savings’  banks, 
ings’  funds,  or  savings’  institutions  having  no  cajatal  stock, 

1 doing  no  other  business  than  receiving  deposits  to  be 
ned  or  invested  for  the  sole  benefit  of  the  jiarties  making 
■h  deposits,  without  jirolit  or  compensation  to  the  associa- 
tion or  comjiany,  shall  be  exemjk  from  tax  on  so  much  of 
ir  depodts  as  they  have  invested  in  securities  of  the  United 
■tes,  and  on  all  deijosits  (ess  than  Jive  hundred  dollars  made 
die  name  oj'  any  one  person;  and  the  returns  rcapiired  to 
made  by  such  ju'ovideut  institutions  and  savings’  banks 
er  July,  eighteen  Inmdred  and  sixtv-six,  shall  be  made  on 
first  Monday  of  January  and  July  of  each  year,  in  such 
:n  and  manner  as  may  be  prescribed  by  the  Commissioner 
Internal  Revenue.” 


>ecti()ii  120,  as  amended,  is  as  follows : 

*•  1 hat  there  shall  be  levied  and  collected  a tax  of  five 
pei  centum  on  all  dividends  in  serif)  or  money  thereafter 
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declared  due,  wherever  and  whenever  the  same  shall  be  paya- 
ble to  stock-holders,  pfilicy-holders,  or  depositors,  or  parties 
what'oever,  including  non-resident  % Avhether  citizens  or  aliens, 
as  jiiirt  of  the  earnings,  income  or  gains  of  any  bank,  trust 
conqiiiny,  savings’  institution,  or  of  any  fire,  marine,  life, 
iidand  insur:ince  company,  either  stock  or  mutual,  under 
whatever  name  or  style  known  or  c.dled,  in  the  United  tStiites 
or  Territories,  whether  sjieciidly  incor]iorat(‘d  or  existing 
under  general  laws,  and  on  all  undisjuited  sum  or  sxmis  made 
or  added  during  the  year  to  their  sur}ilus  or  contingent  funds. 
* * * * Provided,  that  ■••■■  * 

nor  shall  the  annual  or  semi-annual  interest  allowed  or  paid 
to  the  dejjositors  in  savings’  banks  or  saving’s’  institutions  be 
considered  as  dividends.” 


The  following  is  the  circular  of  the  Commissioner  in 
ex[)osition  of  the  above  clauses : 


VI UP UL Alt  Xo.  rui. 

Office  of  Ixteux.vl  Revexu  e, 

Washington,  September  Yith,  18(56. 

As  the  amendatory  Act  of  July  13th,  1866,  takes  effect  on 
the  first  day  of  August,  1866,  all  savings’  banks  will  be 
reijuired  to  make  the  returns  of  tax  on  their  deposits  for  the 
month  of  July,  1866,  in  manner  and  form  as  hei'etofore. 
The  return  for  said  month  shall  be  made  to  the  j)ropcr  Assis- 
tant Assessor,  and  the  tax  paid  to  the  Collector  in  accordance 
with  Circular  Xo.  48,  July  20th,  1866. 

The  returns  of  the  above  named  institutions,  from  the  first 
day  of  August,  1866,  will  be  made  on  the  first  day  of  Jan- 
uary, 1867,  and  semi-annually  thereafter,  in  the  manner  set 
forth  in  form  Xo.  106. 

The  benefit  of  the  exemptions  in  the  proviso  to  section 
110,  Act  of  June  30th,  1864,  as  amended  July  13th,  1866,  is 
confined  to  jirovideiit  institutions,  savings’  banks,  savings’ 
funds,  or  savings’  institutions  having  no  capital  stock,  and 
doing  no  other  business  than  receiving  deposits  to  be  loaned  or 
invested  for  the  sole  benefit  of  the  parties  making  such 
deposits,  without  jirofit  or  compensation  to  the  company. 


1 I usei'Vtaiiiiiig  tlu“  taxable  ainomit  of  de])Osits,  all  sums  of 
five  hundred  (.$500)  dollars  and  ujavards,  in  the  name  of  any 
one  jierson,  ar(‘  to  he  ineludcd. 

I 1 determining  tlie  “^average  amount  of  deposits”  subjeet 
to  axation  for  the  period  eovered  by  the  return,  these  insti- 
tut  ons  will  be  allowed,  in  order  to  faeilitate  the  making  of 
siu'  1 return,  to  take  the  amount  on  de})Osit  on  the  first  days 
of  lanuary  and  .July  of  eaeh  year,  ]>rior  to  the  time  ot  making 
till'  r returns,  as  the  eorreet  average  dejiosit,  or  to  take  sueh 
per  (id  between  tliose  dates  as  may  be  sati 'factory  to  the 
As^essor  of  the  Di-triet  where  sueh  institution  is  bx-ated. 
Th ' total  amount  of  tlie  dejiosits  at  the  date  fixed  upon 
shoild  always  be  stated  in  the  return.  The  term  ‘United 
Sta  te-i  Securities  ’ includes  all  intere.st  liearing  obligations  ot 
tlie  United  States,  owned  and  held  bv  the  bank  as  an  invest- 
me  it. 

^ ’lie  proviso  to  section  T2U,  Act  of  June  30th,  18(54,  as 
am  mded  .luly  13th,  18(S(),  so  tar  as  relates  to  the  interest  paid 
to  ile]iO'itors  in  savings’  banks  or  savings’  institutions,  is  con- 
strued to  apply  only  to  such  savings  institutions  as  are 
des ‘ribed  in  the  provisii  to  section  110,  Act  ot  June  30th, 
18(  4,  as  amended  .July  13th,  18(5(5. 

xll  others  are  liable  to  the  five  jier  cent,  tax  ini])osed  by 
see  ion  120  aforesaid  on  the  dividends  cir  interes(  declared  or 
jiai  1 by  them  to  depositors  and  stocklmlders. 

E.  A.  K0LL1N8, 

Commissioner. 

t will  be  seen  on  exuinination  of  the  foregoing  that 
a (liscriinination  against  the  savings’  hank  having  a 
so-  ‘ailed  capital  stock  working  under  the  general  law 
of  California,  obtains  in  the  following  particulars  : 

.st.  Savings’  hanks  having  a capital  stock  must  pay 
at  IX  of  one  twenty-fourth  of  one  per  cent,  per  month 
upon  the  average  amount  of  deposits  and  capital,  mchuhne/ 
dej  o.dts  under  $-300  ; the  returns  therefor  must  he  made 
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monthly  instead  of  semi-annually,  thus  com])elling  a 
ceitain  loss  of  interest,  in  addition  to  the  vexatious 
method  of  accounting. 

2d.  They  must  pay  a tax  ot‘  five  per  cent,  upon  all 
dividends  to  depositors. 

3d.  They  must  pay  a license  tax  of  slOO  upon  the 
first  S-)O,(IO0  capital,  and  s2  on  each  additional  Sl,tl0*h 

Under  the  law  of  California,  hanks  with  and  Avithout 
capital  stock  are  of  tlie  same  essential  character,  the 
difference  between  the  two  classes  being  merelv  in  the 
character  and  mode  of  security,  as  may  he  seen  li’om 
extracts  from  the  laAv  hereinafter  given  ; the  preference, 
however,  in  so  far  as  security  to  the  depositor  is  con- 
cerned, being  with  those  having  a capital  stock. 

As  tlie  aggregate  of  deposits  less  than  $30(1  stand- 
ing in  the  name  of  one  depositor,  must,  from  the  char- 
acter of  the  institutions,  he  lai’ge,  the  tax  of  one 
twenty-fourth  per  cent,  each  month  is  pai’ticnlarlv 
severe,  while  the  additional  tax  of  five  per  <‘ent. 
upon  all  dividends  to  depositoi's,  and  the  method 
ot  making  the  return,  can  in  fact  end  in  no  other  result 
than  that  of  making  capital  stock  savings’  hanks  little 
more  than  sipiplementary  revenue  offices,  or  of  foi-cing 
them  to  hand  over  their  business  and  deposits  to  their 
more  favored,  thongli  no  more  meritorious  rivals. 

The  llumholdt  Savings  and  Loan  Society  respect- 
fully reipiests  the  consideration  liy  Congicss  of  the 
clauses  in  rpiestion,  with  a view  to  their  amendment, 
and  the  reconsideration  hv  the  Commissioner  of  his 
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luliiio-  ill  the  matter,  in  so  far  as  the  saviii_<;-s’  lianks  in 
t 'alifornia  are  alYeeted. 

The  Savings  Bank  as  a means  of  (inaneial  miod. 

' * ( 

1 e fairlv  eonsidei-ed  one  of  the  (jinet  triumphs  of  this 
centiirv.  A eoneeption  of  charity,  it  has  grown  in  most 
civilized  countiies  to  he  a good-natured  giant  of  popu- 
lar lU'ogTCss,  entitled  to  the  respect  and  good-will  of  all. 
T has,  taken  its  place  at  the  dooi-ofwhat  was  once 
})  (verty  and  improvidence.  kee})ing  the  woll  awav,  and 
n.aking  the  attainment  of  com[)etence.  and  even  wealth 
n ) longer  the  impossihility  of  a hundred  yiairs  since. 

In  England,  the  earlier  legislation  on  the  subject  of 
Si  vings’  institutions  Wits  of  peculiiir  tenderue.'S  to  the 
woi-kmg  man.  Wcadthy  iuid  eharitidde  trustees  took 
h s slender  .savings,  luinded  them  over  to  the  Stiite. 
Avhich  paid  a higher  rate  of  intei'est  therefor  tlmn  to 
it  - I'icher  creditors;  and  Avhen  the  well-intentioned  hut 
liizy  gentlemen  who  iicted  iis  trustees  let  the  control 
ol  the  husine.s-  slip  into  the  Imnds  of  dishonest  actu.a- 
ri  *s,  the  Government  many  times  ciime  tiaaviird.  ;ind 
w th  impulsive  geneiosity  shouldered  the  loss. 

liuidly,  in  the  piist  few  yeiirs,  it  hiis,  throuoh  its 
sA  'tern  ot  Postid  8a\’ings'  B;inks.  t;d\C“u  the*  entii'e  natt- 
te  ■ into  its  own  luinds.  employing  its  own  serviints  to 
re’CMAethe  hinds,  and  giving  the  opportunities  of  de- 
pi  sit  Avith  interest  return  to  all,  ii‘resj)ecti\'e  of  amount 
Ol-  place  of  residence.  Taxation  in  that  direction  has 
never  entered  the  mind  of  the  Bi-itish_statesman. 

The  favorite  English  idea  is  certaintv  and  soli<litv. 
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lo  an  average  Briton,  an  annual  return  of  two  per 
cent.  Avhen  tinancially  certain,  is  more  resjiectahle  than 
a highei  late  A\hen  tinged  Ac  ith  the  slightest  A'atrueness. 
Ilis  GoA'ernment,  too  is  more  ol  a facfotint)  than  ours. 

. lie  lelies  on  it  for  the  pei-foi-niance  of  more  duties  j 

I and  he  turns  to  it  AA'ith  a sort  ol  helplessn(*ss  in  cwei’A' 

emergency  Avhere  his  wellare  is  concerned.  A hat  the 
^ State  does  for  him,  aa'c  lioweA'er  are  accustomed  to  do  for 

ourselves.  We  are  unconsciously  too  proud  to  ask  from 
State  or  Municipality  that  Avhich  other  means  can 
accomplish  as  well  or  nearly  as  well.  Beyond  this,  too, 
the  American  has  a greater  genius  tiir  enterprise  than 
can  be  found  in  older  lands,  lie  is  AA-illing.  lor  the 
sake  of  a greater  return,  to  risk  his  earnings  and  capi- 
tal in  more  ob.'^cure  channels.  He  understands  the 
machinery  ol  the  Avheel  of  fortune  Avell  enough  not  to 
be  utterly  cast  doAvn  when  it  leaves  him  for  a space  at 
the  bottom  ; and  he  is  willing  to  take  approximate 
certainty  for  the  ideal  itself 

In  the  older  States,  the  means  liaA’e  generalh'  been 
i <it  hand  for  the  poor  man  to  invest  his  surplus  earn- 

ing^.  It  is  a matter  ol  education  that  grows  with 

his  giowth,  and  that  occupies  his  mature  attention  at 
all  times. 

Ihere  are  no  sudden  changes  Avith  the  denizen  of 
the  Ea.stern  States  in  business  and  condition,  such  as 
attached  to  the  normal  life  ot  the  Californian  in  the  earl\’ 
days  of  Pacific  colonization.  The  method  of  o-ainim«- 
money,  the  state  of  the  financial  interests,  the  unsettled 
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life,  the  vicissitiules  ot  mining,  all  contributed  to  render 
il  inipois.sible  li^r  the  lattei*  to  find  ready  ;in<l  .safe  iiivest- 
nieiit  tbi  such  little  means  as  ho  ae(|iiired  during  such 
s msms  of  tempestuous  success;  and  the  succeeding  ebb 
o ■ misfortune  carried  with  it  what  little  he  mi<dit 
h ive  retuiiied  thnmgli  Ibrce  of  diaracter,  Bc.ddes, 
V hilt  was  easily  earned  av;is  jis  readily  i)iirted  with. 
Adiiit  Mr.  Nori*is,  one  ot  the  (Joveiaiinent  inspectors 
o schooBj  >iiA  s ot  the  well  paid  niinei's  iuid  iron  Avork- 
e‘s  ot‘  Stathjidshire,  might  l)e  aptly  said  ot  the  early 
Ctihtoinici  jjopuliitionj  iuid  their  Avant  ot  the  hoiU*dim>^ 
fr  cultv: 

Improvidence  is  too  tame  a AAmrd  lor  it — it  i^  recklessness ; 
Ir  le,  Aoung  and  old^  married  and  siagle,  are  nniformly  and 
al  nost  aAa)Avcdly  sell-indulgent  s]»cndtlirilts.  One  sees  this 
Kclvless  eliaiaeter  marring  ;iiid  A'itiating  the  nobler  traits  of 
tl  eii  natine.  llieir  gallantry  in  the  taee  of  danger  is  akin 
t(.  loolhaidiiiess ; theii*  ])OAV(‘r  ol  intense  Lilior  is  seldom  exert- 
e( , exc(*]-t  to  eoiij]:enbate  for  tinu^  lost  in  idleness  and  laweli'y ; 
tl  cir  readiness  to  make  ^gatherings'  for  their  sick  and  niarried 

( t miades  seems  only  to  obA’iate  tin?  necessity  of  preA'ious 
savings/' 

I his  state  ot  linancial  liarharism  could  ne\mr  avail, 
tie  i)ul)li(*  ])rosperity  in  any  diivction.  Jairge  hanks, 
gland  schemes,  and  >po(Milat ions  Avei*e  only  for  ri(‘h  men 
— men  Avho  could  reason  out  their  fortunes.  There 
AVIS  no  place  Avliere  the  miner  or  hdiorer  could  jmt  his 
ta  ent  m the  shape  ot  a handtul  ot  ^Oslugs”  AA'here  it 
m gilt  increase.  And  Avith  a dazzling  sort  of  dissipation 
akin  to  his  metliod  ot  life  liefore  his  ca'Cs,  the  store 
gathci-ed  fi’oni  davs  ol  toil,  generally  burnt  its  way  from 
hi : money -belt  to  the  gaming  tal)le;  and  he  went  l)aek 


to  lay  by  a li'esh  supply  ol  gold  and  rheumatism  hv 
toil  in  the  placers. 

Then  came  a better  era — the  dav  of  savim'-s’  haidvs 

*■  <** 

W hat  they  have  done  Ibr  California,  and  partieidarlv 
for  San  I" janciseo,  may  be  .><een  in  the  almost  agrarian 
condition  in  which  ical  estate  is  owned  and  held.  Thev 

t 

are  the  pillars  oi  our  success — the  leal  go\'ernors  ol  the 
action  of  ])opular  wealth  among  ns. 

The  Ibllowiiig  are  the  main  provisions  of  the  law 
under  which  savings’  c('ip(  lations  arc  (igar.iztd  ; 

It  may  he  I'cmaiked  that  the  distinctions  hetween 
the  two  (■la>'scs— those  with  and  tho.se  without  ca]>ital 
stock  are  hai'dly  even  ]'(‘Cognized  cxcc})t  in  the  neees- 
.saiy  limits  to  the  action  of  each  as  to  conduct. 

I iider  the  general  law  ol  Cahli)rnia,  corporations  lor 
the  ])urpose  of  the  aggi-egatioii  of  the  .savings  and  funds 
of  the  memhers  thereof,  and  others,  and  i)re.serving  and 
.safely  investing  the  .same  for  their  common  henelit  mav 
he  lonned  nndei'  conditions  and  i-estrietions,  .stated 
hrielh'  as  t()ll(.ws ; 

t 

1 <3  ol  inure  ])C'r oii'  de  irons  ol  loriiiiiig  siu  h a eor]  oration, 

may  tile  with  the  Lkmiity  Clerk  of  the  County  where  tlie  i)Iaee 
ot  1)U:  iness  of  tlie  eorjioration  i>  to  he  loeated,  and  witli  the, 
Seerotary  of  State,  a eertiticate  ])roperly  signed  and  aeknowl- 
edged  by  them,  statie.g  the  eorjioratc  name,  the  object  of  tlie 
eorporation,  the  time  of  its  exigence  (not  to  exceed  til'tv 
y(wrs),  the  mimher  ai  d names  of  directors,  and  tlie  jilan*  of 
business  ot  the  incorporation. 

llie  act  ot  filing  the  eertitieate  clothes  the  jiarties  so 
acting  with  the  usual  attributes  of  a corporation,  and 
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enables  sucli  body  corporate  to  i)ureliase,  hold,  sell,  con- 
vey, and  release  from  trust  or  mortgage  such  real  and 
personal  estate  as  they  may  hold  in  the  .-ourse  of  their 
business ; to^  loan  and  invest  the  funds  of  the  cori)ora- 
tion  ; to  receive  dei)osits  of  money,  and  to  loan  and  invest  the 
'ame  ; to  collect  the  same  with  interest,  and  to  repay  such 
ieiiosits  without  interest,  or  so  much  of  the  earnings  and 
interest  as  the  by-laws  of  the  corporations  may  jirovide ; to 
make  by-laws,  not  inconsistent  with  the  general  law,  for  the 
u-ganization  of  the  company  and  the  management  of  its 
aopeit\,  the  legulation  ot  its  atfairs,  the  conditions  on  which 

leposits^  shall  be  received,  the  time  and  manner  of  dividing 
he  profits,  etc.  ° 

No  cor])oration  can  loan  money,  except  iii)on  real  and  iier- 

I onal  property,  and  where  the  cori.oration  has  a paid  up  capi- 

al  or  reserve  fund  of  §300,000,  without  the  consent  of  two- 

1 birds  ot  the  stockholders  upon  the  order  of  three-fourths  of 
1 he  directors. 

The  corporate  ])owers  shall  lie  exercised  by  a board  of  not 
l|“ss  than  five  directors,  residents  of  the  State  and  citizens  of 
tie  L lilted  States,  2v/w  shall  he  holders  of  stock,  each  to 
s 1C  1 amount  and  under  such  conditions  as  the  by-laws  may 
I rescribe,  (if  a capital  stock  is  jjrovided for  in  the  certificate 
of  mcorporation,)  or  members,  each  having  dejiosits  with  the 
cirporation  to  the  amount  of  at  least  one  hundred  dollars  (if 
t le  company  has  no  ca])ital  stock.) 

It  shall  not  be  lawful  for  the  corporation  or  the  directors 
tn  make  any  dividend,  except  from  the  surplus  jirofits  arising 
tioni  the  Imsiness  of  the  corporation  ; and  the  directors  shall, 
a mich  times  and  in  such  manner  as  the  by-laws  shall  pre- 
si  ribe,  declare  and  jiay  dividends  of  so  much  of  the  jirofits  of 
the  comjiany,  and  of  the  interest  arising  from  the  cajiital 
St  3ck  and  deposits,  as  maybe  aiiproj.riated  tor  that  purjiose 
b. ' the  provisions  of  tlie  by-laws.  And  it  shall  not  be  lawful 
fc  r dm  corporation  or  the  directors  to  contract  any  debt  or 
In  bihty  against  the  cor])oration  for  any  itiirjiose  whatever  ; 
hi  t the  capital  stock  and  the  assets  of  the  corporation  shall 
he  a security  to  depositors,  icho  are  not  stockholders;  and  the 
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by-laws  may  provide  that  the  same  securitv  shall  extend  to 
dejiosits  made  by  stockholders. 

Corporations  formed  under  this  Act  may  luescribe  by  their 
b|y  laivs  the  time  and  conditions  on  which  repayment  is  made 
to  depositors  ; but  whenever  there  is  any  call'  by  depositors 
tor  repayment  of  a greater  amount  than  the  coi’iioration  may 
have  disposable  for  that  jnirposc,  it  shall  not  be  lawful  for 
the  directors  or  officers  to  make  any  new  loans  or  investments 
ot  the  funds  of  the  dejtositors  or  of  the  earnings  thereof  until 
such  excess  of  call  shall  have  ceased. 

And  the  directors  of  any  corporation  formed  under  this  Act, 
and  having  no  capital  stock  shall  retain,  on  each  dividend  day’ 
at  least  five  j.er  cent,  of  the  net  iwofits  of  the  corporation,  and 
such  amount  shall  be  used  towards  paying  any  losses  which 
the  corj)oration  may  sustain  in  the  ]mrsuance  of  its  lawful 
l)usmess ; and  the  corporation  may  provide  by  its  bv-laws  for 
the  disposal  of  any  excess  in  the  reserve  fund  over  one  hun- 
dred thousand  dollars,  and  the  final  dis])osal,  upon  the  disso- 
lutmn  of  the  corjioration,  of -the  reserve  fund  or  of  the  re- 
m.iinder  thereot,  alter  ])ayment  of  losses. 

Corp, orations  formed  for  the  piir])Oses  designated  in  the  Act 
may  have  a cajfital  stock.  * ’S  >>  o » o 

The  rights  and  jtrivileges  to  be  accorded  to  such  stock,  as 
distinct  trom  those  to  be  accorded  to  dejiositors,  and  the  obli- 
gations to  be  im])oscd  upon  it  in  the  same  relations  shall  be 
fixed  by  the  by-laws.  It  shall  not  be  lawful  for  the  directors 
to  divide,  withdraw,  or  in  any  ivay  jiay  to  the  stockholder.s,  or 

anj  ot  them,  any  jiart  of  the  capital  stock,  nor  to  reduce  the 
amount  of  the  same. 

No  certificate  representing  sliares  of  stock  shall  be  issued, 
nor  shall  such  stock  be  considered  as  actpiired  until  the  Mdiole 
sum  ot  money  which  such  certificate  purj  orts  to  represent 
shall  have  been  ]:aid  into  the  cor] monition. 

It  will  be  seen  that  in  the  savings’  hank  without 
capital  stock,  the  security  exists  in  the  tact  that  the 
depositors  inntually  insure  each  otlier’s  funds.  Losses 
(after  swallowing  up  any  reserve  fund)  fall  upon  all 
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alike.  The  hasi.s  of  prosperity  of  such  a hank  is  its 
popularity,  its  age,  its  ability  in  liiet  to  gather  and 
maintain  a resei’ve  hind  sullicient  to  ineid  possible  loss, 
however  gi  eat ; and  to  he  really  seem  e,  it  must  have 
age,  success,  and  popularity.  In  the  h.ink  organized 

ith  a ('apital  stock,  the  stock  and  its  earnings  become 
an  additional  guai'anty  to  the  depositor.  The  stock- 
holder is  not  paid  a cent  until  the  dejio'itor  is  re-im- 
hursed  ill  lull.  lie  may  lose  his  entire  investment,  the 
dejiositor  cannot  he  depri^'ed  of  a dollar.  For  the 
success  of  either  hank,  it  is  neces.siry  that  the  public 
should  know  that  there  is  monev  alreadv  invested  in 

t i' 

the  undertaking  hehire  they  can  give  it  their  conlidence. 
The  guaranty  of  capital  stock  is  nothing  more  than  a 
!)usincss-like  way  ol  supjilying  the  endorsement  of 
capital  ill  lieu  ot  that  afUirded  hv  the  whimsical  chances 
ol  conlidence  on  the  part  of  an  ignorant  patronage. 

The  depositor  is  in  one  as  in  the  other  the  actual 
[larty  benefited  ; it  is  the  safetv  of  his  monev  that  is 
looked  after,  and  not  the  capitalist’s. 

Finally,  savings’  hanks,  as  thev  exist  under  the  ji'cii- 
eral  law  of  Calihaiiia,  are  in  no  sense  within  the  defi- 
nition of  hanking  as  laid  down  in  the  Internal  Ileveime 
Act.  (See  Sec.  79  as  amended.)  They  do  not  do  a 
oanking  business.  They  receive  money  on  deposit,  it 
IS  true ; hut  not  as  hankers,  to  return  it  on  demand — 
Jut  to  loan  upon  real  and  jiersonal  security — and  the 
iractice  is  to  loan  only  on  real  estate,  ddiis  is  in  no 
^ense  banking.  The  capital  employed  cannot  he  held 


to  he  i)auking  capital.  It  is  not  eniidoyed  in  that 
mannei-.  It  does  not  return  the  profit  in  the  way  that 
hauking  capital  does;  nor  does  the  cajiital  stock  in 
tho.<e  hanks  having  it— though  it  is  capital  .^tock  only 
ill  name,  having  no  other  attribute  of  hanking  capital 

figuie,  in  ain  way,  either  as  to  method  of  investment 
or  receipt  of  profits,  except  as  a depict.  It  A a de- 
])osit  and  nothing  el.<e.  It  imparts  no  selfish  character 
to  the  mstitntion,  hut  rather  fixes  greater  respon.^ihility 

upon  its  hoidei',  as  having  a larger  stake  in  the  enter- 
jirise. 

There  is  .something  e.s.sentiall y unlair  in  taxing  small 
dijiosit  Ms  in  any  savings’  hank.  Small  incomes  have 
always  been  pas.sed  over  in  the  schedules  of  national 
taxation.  It  the  depositor’s  income  is  large,  it  is  reached, 
and  taxable  benefit  gathered  liy  means  of  other  provi- 
sions , il  it  is  small,  it  matters  not  in  the  hands  of 
what  society  or  corpomtion  it  is,  it  should  he  left  un- 
disturbed and  imdiminished. 

The  class  of  dcjiositoi-s  in  lioth  hanks  is  preci.sely 
the  same.  I he  State  looks  on  them  with  eipial  favor 
—the  Federal  Govei'innent  has  no  right  to  discrimi- 
nate. It  cannot  he  that  this  tax  and  interpretation  are 
fimnded  on  any  political  principle  of  discrimination, look- 
ing to  the  I'ooting  out  ot  hanks  in  California  oriranized 
Mith  a ca[)ital  stock.  In  such  a view,  the  mode  of  as- 
sessment will  he  eminently  successful ; hut  it  will  he  by 
means  ot  an  oppre.^sive  enactment,  making  the  voke  of 
ISational  taxation  uneven  and  galling  to  hear ; imped- 
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iiig  inaterialh'  the  financial  isucce.^is  of  a new  country 
wliich  has  promptly  hoi-ne  its  hurden  of  Federal  contri- 
bntion,  and  sacrificing  the  popidar  ^yelfare  to  the  artifi- 
cial enforcement  of  an  imreasonalde  and  hairen  laAy. 

Let  it  he  granted,  howeyer.  that  only  the  cajiital 
stock  and  all  interest  or  iirofit  growing  out  of  it  should 
he  taxed,  (and  we  would  hardly  care  to  protest  strongly 
against  such  a course.)  the  irnc.^tments  of  the  small 
depositors  (under  SOOO,)  might  be  left  untouched,  and 
the  earnings  of  a//  exempt  from  the  fiye  ]>er  cent,  divi- 
dend tax.  These  do  not  stand  forth  as  proper  subjects 
of  taxation,  any  more  than  in  lianks  without  capital 
stock  ; and  the  injustice  felt  is  ex])erienced  particularly 
with  them. 

A careful  consideration  of  the  entire  subject  will  be 
a favor  to  interests  in  California,  having  as  little  sel- 
fishness in  their  composition  as  is  possible  with  any- 
thing in  the  channels  of  finance. 

ADOLPH  C.  WEBEK, 

President  of  the  Humboldt  Savinrjs  and  Loan  Society, 

San  Francisco. 
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